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II. Report on the Harmonized
Commodity Description
and Coding System
RECOMMENDATION

BE IT RESOLVED, That the United States Congress is urged to enact
legislation necessary to implement the Harmonized Commodity Description and Coding System ("Harmonized System") at the earliest possible
date, and the President is urged to sign such legislation and implement
the Harmonized System.
REPORT

Since 1973 the United States and other nations have been developing
a commodity classification system in the Customs Cooperation Council.
The Harmonized Commodity Description and Coding System ("Harmonized System") is a six-digit core product nomenclature that can be
further expanded for national purposes. The Harmonized System will
provide a uniform basis for all foreign trade classification systems, including in particular those systems used for customs tariffs, import and
export statistics and transport documents.
As required by section 608(c) of the Trade Act of 1974, Pub. L. No.
93-618, 88 Stat. 1978, 2074, the United States participated in the Customs
Cooperation Council to develop both the Harmonized System nomenclature and the international convention that will implement the system. The
international work on the nomenclature and the convention was completed
in June 1983.
In August 1981, the President directed the U.S. International Trade
Commission to prepare by June 30, 1983, a conversion of the Tariff Schedules of the United States in Harmonized System format. After public
hearings and extensive review by concerned United States Government
agencies, a revised conversion was published in September 1984. Further
public comments were sought and technical consultations were held with
trading partners. As a result, further modifications were made to ensure
a neutral and accurate conversion.
In the fall of 1986, the United States opened negotiations in the General
Agreement on Tariffs and Trade (GATT) on its proposed conversion and
republished the conversion for a final round of public comments. In ad-
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dition, concerned United States Government agencies are reviewing foreign conversions to ensure that there will be no detrimental effects for
U.S. exports.
The International Convention on the Harmonized Commodity
Description and Coding System
The International Convention on the Harmonized Commodity Description and Coding System was done at the Customs Cooperation Council
in Brussels in June 1983. The purpose of the Convention is to facilitate
international trade by the use of a single nomenclature for the description,
classification and coding of goods as they move in international trade,
and to facilitate the collection, comparison and analysis of international
trade statistics.
The Convention incorporates as an annex the Harmonized System; i.e.,
the nomenclature itself. The basic obligation of the Convention is that the
customs tariff and statistical nomenclatures of Contracting Parties be in
conformity with the Harmonized System. The understanding is to use all
the headings, subheadings and numerical codes of the Harmonized System
without addition or modification, and to apply the rules for the interpretation of the system as well as the various section and chapter notes. No
modification of the scope of the various parts of the system is permitted.
However, subdivisions for classifying goods beyond the level of the Harmonized System are permitted so long as they are added and coded at a
level beyond the six-digit numerical code provided in the Harmonized
System. The Convention creates no obligation in relation to rates of duty.
Administration of the Convention is entrusted to a committee consisting
of the Contracting Parties (the Harmonized System Committee) under the
auspices of the Customs Cooperation Council. The Harmonized System
Committee may make decisions by vote, each Contracting Party having
one vote. However, customs or economic unions such as the European
Economic Community have but one vote. The functions of the Harmonized System Committee are: to propose amendments to the Convention,
to prepare guides for the interpretation of the Convention, to prepare
recommendations to secure uniformity in application of the Harmonized
System, to furnish information on matters concerning the classification
of goods in the Harmonized System, and to maintain the system up-todate, taking into account the needs of users and changes in technology
or in patterns of international trade.
Classification disputes are, in the first instance, to be settled by negotiation between the Contracting Parties concerned. When disputes cannot
be settled by direct negotiation, they may be referred to the Committee,
which then will make recommendations for their solution. A Contracting
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Party, if it so desires, may agree to be bound by the decision of the
Committee; otherwise, the recommendation of the Committee is subject
to the procedures concerning decisions of the Committee.
The Convention is to enter into force when a minimum of seventeen
states or customs or economic unions have signed without reservation of
ratification, or deposited their instruments of ratification or accession.
Originally the effective date was set as the first of January which falls at
least twelve months but not more than twenty-four months after the minimum requirement was met. In any case, it was not to enter into force
before January 1, 1987. To enhance the certainty that the Convention will
enter into force on January 1, 1988, the Customs Cooperation Council
amended the pertinent article of the Convention to provide that it would
enter into force on the first of January which falls at least three months
after the minimum requirement is met. Under this amendment, the Convention will enter into force on January 1, 1988, if seventeen states or
customs or economic unions have agreed to apply it without reservation.
As of December 31, 1986, 41 states and the European Economic Community have signed the Convention subject to ratification, and 8 states
have signed without reservation of ratification or deposited an instrument
of ratification.
The United States Tariff Based on the Harmonized System
The new nomenclature for the United States Tariff is based on the
Harmonized System. It differs in format and concept from the current
Tariff Schedules of the United States. For the most part, the Harmonized
System is organized according to levels of processing; so-called primary
products are classified in early chapters and more complex products in
later chapters. Within a chapter, headings containing products characterized by higher levels of processing are generally placed later in the chapter.
For example, in Chapter 44 (Wood and Articles of Wood), there is a
progression from wood in the rough, to poles and stakes, to wood sawn
lengthwise, to molded wood, to articles such as doors and frames.
The entire system is divided into chapters that are grouped into sections.
In general, the sections of the Harmonized System group together articles
from branches of industry and commerce. For example, section I deals
with live animals and animal products, and section XI deals with textiles
and textile articles. Each subheading is identified with a numerical code.
In the United States tariff conversion into the Harmonized System, this
is an eight-digit code with significance at each two digits: the first two
sets of digits represent the heading position in that chapter, the third two
digits represent the subdivisions of the heading, and the fourth two digits
represent the U.S. tariff subdivision.
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Because of the different organization of the Harmonized System, administrative problems under the current Tariff Schedules will be eliminated
or significantly reduced (e.g., those associated with determining the component material of "chief value" of an imported article, the "chief use"
of the import, whether wearing apparel is "ornamented" or "nonornamented," and the classification of watches.)
Legislative Implementation of the Harmonized System
Various bills pending in the Congress call for Congressional approval
of the International Convention on the Harmonized Commodity Description and Coding System, authorize the President to accept the final legal
text of the Convention for the United States, and adopt a new tariff
schedule in place of the current Tariff Schedules of the United States.
See, e.g., the Trade, Employment and Productivity Act of 1987, submitted
by the Administration and introduced in the Senate as S. 539 and in the
House of Representatives as H.R. 1155.
Respectfully submitted,
Robert S. Rendell
Chairman
August 1987
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